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Review of Monetary Policy in Sweden 


In the summer of 1950, just after the beginning of the 
Korean war, Sweden instituted a number of measures to 
restrict credit; e.g., reserve requirements for commercial 
banks were raised, the Central Bank discontinued its 
support of the bond market, and in December increased 
its discount rate by 14 per cent, to 3 per cent. Further- 
more, a general agreement between the Central Bank and 
the banks and other financial institutions was negotiated, 
with the object of restricting credit. According to this 
agreement, priority was to be given to lending which 
would help to increase the production of export goods 
or import substitutes. Loans for consumption were to 
be restricted as much as possible, while no loans were 
to be extended for speculation. At the same time, tighter 
repayment clauses were to be used, and the general in- 
crease in the value of real estate was not to be used as a 
basis for an increase in credits. 

Although interest rates did rise, primarily as a result 
of the discontinuance of the support of the long-term bond 
market, credit expansion continued at an increasing rate. 
Virtually all banks could rather easily satisfy the stricter 
reserve requirements, and it was only about a year later 
that certain banks had difficulties. While loans by the 
commercial banks increased by about SKr 660 million 
(US$127 million) between July 1949 and the end of 
June 1950, the figure for the following year was about 
SKr 1,330 million (US$256 million). 

In August 1951 the Board of Directors of the Central 
Bank advocated additional restrictive measures, and in 
December 1951 a law was passed which enabled the 
Central Bank to decree maximum rates of interest to be 
charged by banks and minimum rates of interest on de- 
posits with banks. Furthermore, the Central Bank was 
authorized to prescribe that no bonds could be issued 
without its prior permission. This law has never been 
used, but it may, together with the slackening of the in- 
flationary pressures in late 1951 and the beginning of 
1952, have facilitated the negotiations for a more spe- 
cific agreement in February 1952 between the financial 
institutions and the Central Bank. 

This agreement considerably restricted the banks’ abil- 
ity to grant further credit by requiring them to establish 
certain ratios, dependent upon the size of the bank, be- 
tween assets and liabilities as of July 1952. In addition, 
the agreement laid down rules on the priority to be given 
by the banks to various types of credit. These rules were 
similar to those in the 1950 agreement, although generally 


more restrictive. The insurance companies undertook not 
to change the structure of their lending. Maximum in- 
terest rates were established for building loans and loans 
to local governments. For building loans convertible at 
the option of the issuer and for loans to local govern- 
ments convertible after 10 years at the option of the 
issuer or the lender, the rate was fixed at 3.5 per cent. A 
rate of 3.6 per cent was established for local government 
loans convertible after 10 years at the sole option of the 
issuer and for nonconvertible building loans. Further- 
more, the Central Bank was authorized to pass on the 
conditions—in regard to the rate of interest, etc.—of any 
bond issue by a nongovernment borrower and to deter- 
mine the time at which the bonds might be offered on the 
market. 

After the signing of this agreement, there was a ces- 
sation of credit expansion by the banks. Few banks suc- 
ceeded in satisfying the established liquidity ratios, and 
the credit market tightened considerably. However, the 
break in export prices and in world market prices in 
general created a more cautious attitude in the business 
community, and this and other factors helped in halting 
the credit expansion. 

For the insurance companies, there was a steady de- 
crease in the companies’ purchases of bonds to finance 
building and an increase in investments yielding a higher 
rate of interest. When the agreement between the finan- 
cial institutions and the Central Bank was renegotiated in 
November 1952, stricter and more specific rules were 
laid down for investments by insurance companies, in 
order to assure sufficient funds to priority borrowers; it 
was expected that this would result in reversing the pre- 
vious trend. However, the yield on loans for public 
power and industry was still 14 to 34 per cent higher than 
the yield on loans for building purposes and to local 
governments; and in the spring of 1953, it was obvious 
that there was a certain hesitancy in the capital market 
vis-a-vis demand for funds from priority borrowers. 

It is estimated that in 1953 demand for building loans 
will increase by about SKr 200 million, while no sub- 
stantial increase in total demand is expected from local 
governments or industry. On the other hand, the central 
government budget for 1953-54 is expected to result in 
an over-all deficit of about SKr 1,330 million, and ad- 
ditional funds of SKr 500 million will be required for 
payments by the central Government to local governments. 
This means that the government demand will increase 
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in 1953 by about SKr 1,250 million over the 1952 figure 
of SKr 570 million. 

The Government admits that there may be certain 
technical difficulties in financing this deficit. However, 
it maintains that it should be possible to raise the funds 
without resort to inflationary expansion of credit through 
loans from the Central Bank and without encroaching 
unnecessarily upon demand from private industry. The 
agreement between the financial institutions and the Cen- 
tral Bank was recently terminated by the latter, and the 
Bank’s Board of Directors has laid down the basis for 
negotiations on a renewal of the agreement. In the future, 
the banks are to satisfy the demand for building credits 
within the established liquidity limits. However, total 
demand for real resources in the building sector should 
be restricted so as not to go beyond available supplies 
of labor and materials, etc. Other credit institutions, 
primarily insurance companies, are expected to take over 
the long-term financing of housing as soon as possible 
after the completion of the building period. It is recog- 
nized that the priority given to building loans must result 
in further restrictions on credits for other purposes. 
Furthermore, the rate of interest on loans to industry will 
be lowered from 4 per cent to 3.75 per cent and for loans 
to public power companies from 3.75 per cent to 3.6 
per cent, thereby narrowing the margin between the rates 
for loans to priority borrowers and others. 


Sources: Konjunkturinstitutet, Reports, 1950-53, and 
Svenska Dagbladet, July 10, 1953, Stockholm, 
Sweden. 


International Wheat Agreement 

The International Wheat Council determined on July 17 
that thirty importing and two exporting countries holding 
sufficient percentages of the guaranteed purchases and 
guaranteed sales to bring the new International Wheat 
Agreement into force had deposited their instruments of 
acceptance of the Agreement by July 15 or had given 
notice to do so by August 1 (see this News Survey, Vol. V, 
p. 334). Ten signatory importing countries and two 
exporting countries (Australia and France) were unable 
to complete their constitutional procedures for acceptance 
of the Agreement by July 15, and will be granted exten- 
sions of time. 


Source: The Times, London, England, July 18, 1953. 


International Materials Conference 

The Tungsten-Molybdenum Committee of the Inter- 
national Materials Conference announced on July 27 that 
its members had agreed to the dissolution of the Com- 
mittee on July 31. The Committee had already decided 
to discontinue the formal allocation of molybdenum on 
June 30, the continuing improvement in the supply- 
demand position making it possible to recommend only 
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guiding quotas for the third quarter of 1953 (see this 

News Survey, Vol. V, p. 390). 

Source: International Materials Conference, Press Re. 
lease, Washington, D. C., July 27, 1953. 


Europe 


Belgian Loan from Switzerland 


On July 16 the Belgian Government contracted a 
Sw fr 50 million loan with Swiss banks. Part of this loan 
is repayable after one year with interest at 3 per cent, 
another part after two years at 314 per cent, and the 
remainder after three years at 31% per cent. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, July 18 and 19, 1953. 
Finnish Forestry 


Finland’s timber cut in the 1952-53 logging season is 
estimated at 29 million cubic meters (piled measure), 
which is 29 per cent less than the cut in the previous log. 
ging season. The decrease in the demand for labor in the 
forests was an important factor in last winter’s unemploy- 
ment situation. At the end of January 1953, the maxi- 
mum labor force employed in forest work totaled 140,000, 
whereas in the previous logging season the figure was 
210,000. At the end of April 1953, 60,000 men were 
employed in logging, compared with nearly 90,000 inf} 
1952. (See also this News Survey, Vol. V, p. 373.) 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, May-June 1953. 


Italy’s Ratio of Exports to National Income 


The proportion of Italian exports to national income 
has increased slowly, but steadily, during the past few 
years: the ratio was 7.9 in 1948, 8.4 in 1949, 9.0 in 1950, 
and 10.5 in 1951. In 1952, however, the ratio declined 
to 8.6. 

The Italian ratio is among the lowest in Europe. I 
1951 the ratio for Belgium was about 38; for the Nether 
lands, 34; Switzerland, 21; the United Kingdom, 18; 
France, 12; and for the Federal Republic of Germany, 
12. The share of Italy in world trade has remained 
around 2 per cent during the past few years, with a smal 
decline in 1952. 


Source: 24 Ore, Milan, Italy, June 24, 1953. 


German Customs Duties on Swedish Steel 


The Swedish-German negotiations on German impor! 
duties on Swedish steel products (see this News Survey, 
Vol. V, p. 391) have resulted in a lowering of the tariffs 
The new customs duties for hot-rolled quality steel are 
around 8 per cent of the import value, and a rate o 
4 per cent has been decided for hot-rolled steel for bal 
bearings. For cold-rolled and cold-drawn steel the dutie 
will generally be 10 per cent. For hot-rolled steel the 
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new duties will become effective in a few weeks, and for 
cold-rolled steel on August 1. 

This lowering of duties will compensate Sweden for 
the increase which took place on May 1 for hot-rolled 
quality steel. The new rates are intended to be valid 
until the European Coal and Steel Community’s common 
market for hot-rolled steel products comes into effect 
(at the earliest on May 1, 1954). 

For hot-rolled quality steel, the new duties are some- 
what higher than the old ones based on weight, but the 
duties on cold-rolled and cold-drawn steel are 50 per cent 
or more lower than the old duties, and they can no longer 
be regarded as an obstacle to Swedish exports. It is also 
of importance that the new customs duty regulations 
are set up in such a way as to avoid sudden changes 
before the expiration date. 

Also, the Germans are willing to decrease the customs 
duties for some iron products; for instance, the duty on 
certain types of pig iron (which already are included in 
the common market) may be reduced from 5 per cent 
to 1 per cent, and there are possibilities that the duty will 
be decreased on certain ferroalloys which Sweden is 
especially interested in exporting. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 9, 
1953. 


Yugoslav Foreign Trade 
Yugoslav imports in the first quarter of 1953, amount- 
ing to 32.4 billion dinars, were the highest since the end 


of the war, and about 40 per cent above imports a 


year earlier. Exports, however, fell to 12.1 billion 
dinars, or 55 per cent of the exports in the first quarter 
of last year. The rise in imports was due almost exclu- 
sively to heavy purchases of food and fodder. All other 
imports, except farm machinery and mining equipment, 
showed a marked decline. Exports fell mainly because 
of the almost complete cessation of deliveries of vege- 
table and animal products after the 1952 drought. Ex- 
ports of textiles and timber (to the Middle East) and of 
ores and metals actually increased. The United States 
purchased 20 per cent of the exports, Italy and Western 
Germany 15 per cent each, and the United Kingdom 
14 per cent. The United States was also the principal 
supplier of imports, accounting for 30 per cent of the 
total, owing mainly to large grain deliveries. Germany 
supplied 16 per cent of the total, mainly machinery and 
consumers’ goods. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 10, 1953. 


U.S.S.R.-France Trade Agreement 

As a consequence of the East-West trade conference 
held under the auspices of the U.N. Economic Commis- 
sion for Europe in Geneva last April, the U.S.S.R. and 
France entered into negotiations which led to the con- 
clusion, on July 15, of a three-year trade and payments 


agreement. In the first year the value of deliveries by 
each country will be about 12 billion francs. 

The U.S.S.R. will export to France corn, anthracite 
coal, coal tar, petroleum, chrome ore, manganese ore, 
asbestos, furs, etc., while France will export to the 
U.S.S.R. artificial silk yarn and cloth, wool cloth, cocoa 
beans, citrus fruits, lead, and volatile oils. In addition, 
France will construct for the Soviet Union steam boilers, 
mobile crane equipment, and freight boats with a capacity 
of 5,000 tons each; these will be delivered in the second 
and third years of the agreement. The payments accounts 
for the deliveries in both directions will be in terms of 
French francs. 

In the past three years France’s trade with the U.S.S.R. 
has been as follows: 

Imports 


from the to the 
U.S.S.R. U.S.S.R. 


(billion French francs) 
1950 eta 0.93 —0.77 
1951 J 1.69 —2.40 
1952 i 2.26 —4.07 


The new agreement envisages the balancing of trade 
between the two countries. In the first year covered by 
the agreement France’s imports from the Soviet Union 
will be nearly twice those in 1952, while her exports to 


the Soviet Union will be more than five times those in 
1952. 


Sources: Pravda, Moscow, U.S.S.R., July 17, 1953; Neue 
Ziircher Zeitung, Ziirich, Switzerland, July 21, 
1953. 


Exports 
Balance 


Middle East 


Egypt's Foreign Trade 

As a result of the policy of restricting imports through 
exchange and trade controls and encouraging cotton 
exports, Egypt’s trade deficit in the first five months of 
1953 was only LE 7.5 million, compared with LE 34.8 mil- 
lion in the corresponding period of 1952. Imports this 
year dropped to LE 67.9 million, from LE 96.9 million 
during the same period of 1952. Exports and re-exports 
fell only slightly, from LE 62.1 million in 1952 to 
LE 60.4 million in 1953. 

The value of cotton exports during the five-month 
period this year was LE 50.7 million, compared with 
LE 53.3 million a year earlier. The small decline was 
achieved in spite of the substantial decline in cotton prices 
between the same periods (an average of about 35 per cent 
for Ashmouni cotton and 60 per cent for Karnak). 


Source: Al Ahram, Cairo, Egypt, July 3, 1953. 


Cotton Acreage and Exports in Egypt 

As a result of the Egyptian Government’s efforts to 
limit the acreage of the cotton crop in favor of cereals, 
cotton acreage in 1953 is appreciably below that of 





previous years. A survey made by the Ministry of Agri- 
culture indicates that the 1953 acreage is 1.324 million 
feddans, compared with 1.967 million in 1952 and 
1.980 million in 1951 (1 feddan = 1.038 acres). 

The volume of cotton exports in the present season 
continues to be satisfactory. During the first ten months 
of the 1952-53 season (September 1952-June 1953), 
6.4 million kantars were exported, compared with 4.3 mil- 
lion kantars during the corresponding period of the pre- 
vious season (1 kantar = 99.05 pounds). Egypt’s best 
customers during the present season have been France 
(1.1 million kantars), India (0.9 million), Italy (0.6 mil- 
lion), Western Germany (0.4 million), the United States 
(0.4 million), and the United Kingdom (0.3 million). 
There has, however, been a substantial decline in cotton 
prices since last year, the Government now allowing the 
Egyptian price to follow world cotton price movements 
(see this News Survey, Vol. V, p. 376). 

Sources: Al Ahram, Cairo, Egypt, July 3, 13, 14, and 16, 
1953. 


Far East 
Reserve Bank of India Report on Currency and Finance 


The Reserve Bank of India, reviewing the general 
economic situation in its Annual Report on Currency and 
Finance, 1952-53, notes improvement in several direc- 
tions and difficulties in some others. (For banking trends, 
see this News Survey, Vol. VI, p. 28.) The average index 
of industrial production rose by 10 per cent during the 
year, increases being recorded for both consumers’ goods 
and basic industries. This improvement was a result 
of continued industrial peace and better supplies of raw 
materials. Difficulties due to the world-wide emergence 
of a buyers’ market and the accompanying adverse price 
movements were to some extent overcome by govern- 
mental measures. The food situation was generally satis- 
factory, owing to large imports in the preceding year. 

Prices were comparatively stable, as a result of the 
various stabilization measures adopted by the Govern- 
ment and the continued adaptation of price, production, 
and distribution control policies to the changing condi- 
tions of demand and supply. The Economic Adviser’s 
wholesale price index rose from 377.5 in March 1952 to 
385.2 in March 1953 (year ended August 1939 — 100). 

The money supply was reduced by Rs 370 million, 
which was considerably less than the 1951-52 contraction 
of Rs 1,730 million. In contrast to a small budget surplus 
in 1951-52, there was a deficit in 1952-53 and the balance 
of payments gap was nearly eliminated. 

After a period of uncertainty following the adoption 
of the new monetary policy in November 195] and the 
general price recession of February and March 1952, a 
considerable degree of stability was restored to the 
capital market. Growing confidence in the pattern of 
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interest rates and the Reserve Bank’s open market policy 
strengthened the gilt-edged market. On the other hand, 
there was a downward trend evident in the industrial 
securities market, though it was much less marked than 
in the previous year. 

In the Bombay bullion market, the aggregate volume 


of business, as well as the volume of business outstand. J 


ing, declined sharply, primarily because of a by-law 
promulgated for that purpose in May 1952. 

The budgetary position of the Government of India, 
the State Governments, and the Railways deteriorated 
during the year. In contrast to an over-all surplus of 
Rs 70 million for the Union Government and the States 
in 1951-52, a deficit of Rs 1,220 million is expected in 
1952-53, and it is anticipated that the net surplus of the 
Railways will he reduced from Rs 280 million to Rs % 
million. This is a result of a steep fall in tax revenues 
and an increase in public development expenditure. The 
latter rose from Rs 2,620 million in 1951-52 to Rs 3,220 
million in 1952-53 for the Union Government, the Rail- 
ways, and the State Governments. The budgetary 
resources allocated for development by the Union Gov. 
ernment and the Railways fell from Rs 1,590 million to 
Rs 1,030 million, whereas for A and B States they rose 
from Rs 460 million to Rs 550 million. A good part of 
the development expenditure was financed by grants and 
loans received from abroad, which amounted to Rs 1,89 
million during 1951-53. 

Disinflationary trends both at home and abroad neces- 
sitated modifications in export control policies, such as 
the reduction of export duties and the relaxation of 
export controls. Nevertheless, the volume of exports in 
1952 was 10 per cent less than in 1951, and even though 
the volume of imports fell by 12 per cent, the trade deficit 
widened from Rs 1,130 million in 1951 to Rs 1,340 mil- 
lion in 1952, mainly as a result of a 24 per cent deteriora- 
tion in the average terms of trade for the year. However, 
a favorable swing in invisibles and donations actually 
reduced the deficit on current account by Rs 200 million 
below that in the previous year. The current account 
surplus with the sterling area, other than Pakistan, in 
1952 was about half the 1951 surplus; the deficit with the 
dollar area increased from Rs 620 million to Rs 1,150 mil- 
lion; but in trade with Pakistan there was a surplus of 
Rs 320 million, in contrast to a deficit of Rs 470 million 
in 1951. 


Source: Reserve Bank of India, Press Summary of the 
Report on Currency and Finance, 1952-53, Bom- 
bay, India, July 16, 1953. 


Indian Coal Exports 


Indian coal exports have fallen sharply below the level 
regarded as normal a year ago. Shipments from Calcutta 
in the fourth quarter of 1952 were 475,000 tons, or 25 per 
cent less than in the fourth quarter of 1951; in the first 
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quarter of 1953 they were 330,000 tons, compared with 
599,000 tons a year earlier. Australia, which imported 
coal from India up to 1952, now has a surplus and has 
become a competitor with India in the Pakistan market. 
Hong Kong, which previously drew largely upon Indian 
supplies, has recently imported more from China. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

June 24, 1953. 


Ceylon’s Bank Rate 
As of July 23, the interest rate of the Central Bank 
of Ceylon was raised from 2% per cent to 3 per cent. 
Source: Foreign Exchange Committee, Notice to Foreign 
Exchange Market, New York, N. Y., July 24, 
1953. 


Macao’s Trade in 1952 

Macao’s exports in 1952 amounted to 99 million patacas 
(about US$21 million), compared with 182 million 
patacas (US$38 million) in 1951, and imports were 191 
million patacas (US$40 million), compared with 344 mil- 
lion patacas (US$72 million) in 1951. 

The new foreign trade control regulations imposed 
in January 1952 requiring a 20 per cent deposit on any 
goods requiring an import license and a 5 per cent ad 
valorem tax on such imports were chiefly responsible for 
the fall in imports. Other factors contributing to the 
import decline included the control by the Macao author- 
ities over goods which may be imported. In addition, 
the barter system enforced between Macao and Mainland 
China also affected Macao’s trade figures for 1952. 


Source: Far East Trader, New York, N. Y., July 15, 1953. 


Taiwan’s Customs Revenue 

Customs receipts of Taiwan were NT$230 million in 
the first half of the current year. This was NT$8 million 
(approximately 3.4 per cent) less than receipts in the 
corresponding period of 1952, and NT$73.7 million 
(47 per cent) higher than in the same period of 1951. 
Source: Chinese News Service, Press Release, New York, 


N. Y., July 21, 1953. 
Sino-Japanese Industrial Cooperation 


The first major Sino-Japanese cooperative project fol- 
lowing the conclusion of a new trade pact on June 13 
is expected to materialize in August, with the inaugura- 
tion of a textile fiber mill at Taoyuan in northern Taiwan. 
Chinese and Japanese investors will share equally in the 
capitalization, equivalent to US$350,000, of the Ching 
Lun Textile Corporation which will engage in raising 
and processing jute, ramie, and other fibers. Negotia- 
tions for the establishment of this corporation began 
shortly after the signing of the bilateral Sino-Japanese 
peace treaty, and the agreement for the joint project was 
signed in June. Machinery and technical advice needed 


by the new corporation will be supplied by Japan. 

It has also been reported that the Ministry of Economic 
Affairs of the Chinese Government has approved the 
establishment of a Far East Electric Power Company, 
Ltd., to assist in the power development of Taiwan. In 
accordance with the agreement reached between the Japan 
Electric Power Co. and Chinese industrialists, Japanese 
interests would provide power-generating machinery 
while Chinese investors would provide working funds 
and the site for the plant. 

The establishment in Taiwan of a liaison office for 
the Machinery Industry Guild of the Kansai industrial 
area of Japan is in progress. It will be staffed by 
Japanese technicians who will provide technical advice to 
Chinese manufacturers on the use of Japanese machinery 
and equipment. 

Source: Chinese News Service, Press Release, New York, 
N. Y., July 21, 1953. 


Japanese Trade with U.S.S.R. and Mainland China 

The Japanese Government has announced two measures 
liberalizing trade with the U.S.S.R. and Mainland China. 
One measure removes some 40 items, including chemicals 
and miscellaneous goods, from the restricted list of 
exports to China; this is in addition to the ninety-odd 
items on which restrictions were relaxed last January 
(see this News Survey, Vol. V, p. 274). The other 
measure, effective June 5, 1953, reduced from 10 per cent 
to 5 per cent of the import values the import guarantees 
required of Japanese traders on imports from Mainland 
China and Soviet areas; this measure brought these 
imports to a par with imports from the sterling and 
dollar areas. 

Japanese imports from Mainland China during 
January-May 1953 were valued at US$2.89 million, and 
exports were US$938,000. The imports consisted mostly 
of coal and soya-bean cakes, while the exports included 
spinning and weaving machinery, rayon filament yarn, 
agricultural and fishery products, automobiles, etc. 


Source: Far East Trader, New York, N. Y., July 15, 1953. 
Japanese Steel Exports 


The directors of the Japanese Iron and Steel Exporters’ 
Association are reported to have agreed that below-cost 
exporting of steel was inevitable in the face of intensified 
international competition, particularly from Western 
Europe. Export contracts for the first quarter (April- 
June) of fiscal 1953-54 amounted to only 190,000 tons, 
and it is feared that, unless the situation improves, total 
exports in the current fiscal year will fall short of the 
target of 1.2 million tons; actual exports last year were 
1.47 million tons. The directors reached the conclusion 
about below-cost steel exports after hearing reports from 
colleagues who recently returned from a tour of Pakistan. 
Following this visit, five leading Japanese iron and steel 
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makers decided to accept an order from Pakistan for 
9,500 tons of iron and steel goods even though the prices 
offered were much lower than the Japanese quotations. 


Source: The Nippon Times, Tokyo, Japan, July 17, 1953. 
Japanese Imports of Russian Coal 


The Japanese iron mills and other consumers, such as 
gas companies, have agreed to accept delivery of 194,000 
tons of Russian coal from Saghalin. The two Japanese 
coal companies which plan to obtain this coal will export 
in exchange such items as tuna fishing boats, electric 
wiring materials, and fruits. The iron mills and other 
consumers had been unwilling to accept the Russian coal 
because of fear of reduced allocation of U.S. coal by the 
Japanese Ministry of International Trade and Industry, 
but they finally agreed to accept it when the rate at which 
deductions were made from the U.S. allocation was 
lowered from 0.6 ton to 0.5 ton of U.S. coal for each ton 
of Russian coal. 


Source: The Nippon Times, Tokyo, Japan, July 19, 1953. 
Japanese Food Import Plan 


The Japanese Government’s food import plan for the 
current fiscal year calls for practically the same quantities 
of rice and wheat imports as last year, but sharply 
reduced imports of barley. Rice imports will be 900,000 
tons, 10,000 tons short of last year’s imports, and wheat 
imports, at 1,530,000 tons, will be lower than last year’s 
by only 30,000 tons. Barley imports, however, will be 
620,000 tons, only a little more than half of last year’s 
imports of 1,180,000 tons. 

Of the rice imports, 350,000 tons will be received from 
Thailand and 150,000 tons from Burma, both at a price of 
$213 per ton; 200,000 tons will be from the United States, 
and the remainder from Italy, Taiwan, and South and 
Central Africa. Nearly three fifths (900,000 tons) of 
total wheat imports will be obtained under the Inter- 
national Wheat Agreement, and one fifth from Argentina; 
the rest will be received from the United States and 
Canada outside the wheat agreement. The wheat price 
this year, $90 per ton, will be $4 less than last year’s 
price. Barley imports, expected to be obtained at $93 
per ton, against $97 last year, will come from the United 
States (140,000 tons), Canada (170,000 tons), Argentina 
(100,000 tons), and Australia (200,000 tons). 


Source: The Nippon Times, Tokyo, Japan, July 8, 1953. 
Indonesia-Yugoslavia Trade Agreement 


Indonesia has concluded a one-year trade pact with 
Yugoslavia, effective July 1, 1953, providing for mutual 
trade equivalent in value to US$7.25 million. Indonesia 
will export to Yugoslavia rubber, tin, coffee, quinine, 
teak, and rattan in exchange for cement, matches, metal 
goods, chemicals, and textiles. A special clause in the 
agreement regulates the purchase of vessels by Indonesia 
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from Yugoslavia, in case the former should again buy 
vessels from abroad. 


Source: Aneta News Bulletin, New York, N. Y., June 16, 
1953. 

Philippine “No Dollar” Imports 

When the rules and regulations for imports requiring 
foreign exchange were issued (see this News Survey, 
Vol. VI, p. 1), the Central Bank of the Philippines also 
issued CB Circular No. 45 which regulates imports for 
which no foreign exchange is or will be required from the 
banks; such imports are described as “no dollar” imports, 
The circular states that the Central Bank holds such 
imports in very low regard, since most of them are 
obviously financed by black market money and the 
stimulation of black market activity in this instance 
would have the effect of encouraging evasion of the 
Central Bank requirement for the surrender of foreign 
exchange earnings of residents. The further effect of 
such operations is to depress the international value of 
the peso and to harm Philippine agricultural or indus- 
trial producers. The Bank has declared that it will go to 
great lengths abroad, if necessary, to find out where 


FOURTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the fourth in a series prepared in 
accordance with the provisions of the Fund’s Articles 
of Agreement. The first part of the Report contains 
the results of the Fund’s consultations during 1952 
with various member countries on the subject of 
the further retention of their exchange restrictions, 
considers the consultation program for 1953, and 
summarizes other Fund activity in the field of re- 
strictions. The second part commences with a general 
review of developments in restrictions during 1952 
and early 1953. It first deals with these in terms of 
world-wide tendencies, and then reviews briefly sig- 
nificant developments in restrictions in various 
countries throughout the world. A series of country 
surveys covering the exchange controls and restric- 
tions of 47 member countries and of 7 nonmember 
countries is also presented. These surveys describe 
the origin and essential features of each country’s 
exchange control and give a brief description of the 
exchange rate system, of the authorities which ad- 
minister the controls, of special arrangements gov- 
erning foreign receipts and payments, and of the 
operations of nonresident accounts. This is followed 
by an outline of the requirements affecting payments 
for imports, exports, “invisibles”, and capital items, 
and a chronological listing of the more significant 
changes in exchange practices which took place 
during 1952. 


The Report is available without charge. Requests 
should be addressed to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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“no dollar” importers are obtaining their dollars. The 
circular asserts the authority of the Central Bank to 
control “no dollar” imports and states that a license must 
be obtained for them. The application for a license must 
state clearly how the imports are being paid for and the 
source of the funds used for payment. 

Among the imports exempted from the new regulations 
are commodities for personal use, not exceeding $5,000; 
raw materials for embroidery hitherto allowed; MSA 
shipments; shipments for accredited relief agencies 
and/or humanitarian or religious organizations; letter- 
heads, printed matter, or printed forms to be used exclu- 
sively by Philippine offices of foreign firms; and goods, 
articles, and commodities consigned to, and for the exclu- 
sive use of, embassies, legations, and consulates of foreign 
governments. 

Source: Central Bank of the Philippines, Circular No. 45, 
Manila, Philippines, June 25, 1953. 


New Industries in the Philippines 

The Director of Census of the Philippines has reported 
that during the seven years, 1946-52, 3,856 new manufac- 
turing establishments were set up in the Philippines with 
a capital investment of 161.5 million pesos (about 
US$81 million). Almost 2,400 establishments were sole 
proprietorships with a paid-up capital of 52.9 million 
pesos. 

Filipinos owned approximately half of the total num- 
ber of enterprises and invested 82.2 million pesos of total 
capital, and Chinese owned 46 per cent of the number 
and invested 62.1 million pesos. While Americans and 
others owned less than 4 per cent of the number, their 
capital investments amounted to 17.2 million pesos, which 
was 10.6 per cent of the total. 


Source: Far East Trader, New York, N. Y., July 22, 1953. 


United States 


Recent Developments in U.S. Money Market 

Higher costs of borrowed capital have not been a deter- 
rent to continued expansion of business investment or to 
2 continued high rate of consumers’ purchases of durable 
goods in the United States. According to a recent report 
of the Department of Commerce, bank loans in the first 
half of 1953 declined less than seasonally, as business 
needs for working capital continued to expand, par- 
ticularly in the defense and defense-related industries. 
Business needs for external funds also resulted in a con- 
tinued high level of new corporate security flotations 
which, at $2.5 billion in the second quarter, were close to 
the amount raised in the same period of 1952. 

Demands on the money market are expected to con- 
tinue large in the months ahead. Business firms have 
announced their intentions to invest in record amounts 


of fixed capital; the demand for mortgage funds is still 
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active; and the Treasury needs large sums to finance the 
government deficit. On the supply side, the Department 
pointed out that gross business savings are still expand- 
ing, and consumers’ savings are also high. Deprecia- 
tion reserves of business will be increased under the grow- 
ing impact of accelerated amortization of defense facil- 
ities, and individual and corporate income taxes are 
scheduled to be reduced at the end of the year. 
Source: The Journal of Commerce, New York, N. Y., 
July 22, 1953. 
Liberalization of U.S.-Latin American Trade 
A new system of licensing U.S. exports of controlled 
products to Latin America, called “time limit (TL) 
licensing”, has been announced by the U.S. Department 
of Commerce. This system will authorize unlimited 
exports to Latin America of goods on the Department 
of Commerce’s positive or controlled list if the exporter 
applying for a TL license has shipped at least $2,000 
worth of goods to a Latin American customer during the 
two years prior to his application for the license. Scarce 
goods which are under quota restrictions, such as copper, 
aluminum, some steel items, and rice, are excepted. The 
new system replaces one in which exporters had to secure 
an individual export license for each shipment of any 
commodity on the positive list, which contains thousands 
of items under control either as scarce or strategic goods. 
The application will be passed on by the Office of Inter- 
national Trade of the Department of Commerce, and it 
must be supported by a statement from the Latin Amer- 
ican importer as to what use he will make of the goods 
he receives. The applicants need not have orders from 
their foreign clients before requesting the license. The 
license will be valid for one year. The new system means 
that a U.S. exporter will have to secure an individual 
license only for shipments of goods under quantitative 
controls. If a U.S. exporter is exporting under a TL 
license to importers in different Latin American countries, 
the importers which are on his list may transship U.S. 
goods between themselves. 
Sources: Department of Commerce, Press Release, Wash- 
ington, D. C., July 23, 1953; The Journal of 
Commerce, New York, N. Y., July 24, 1953. 


Latin America 


Ecuadoran Exchange Transactions 

The Ecuadoran Central Bank’s purchases of foreign 
exchange in the first half of 1953 were equivalent to 
US$34.3 million, and sales were equivalent to US$39.2 
million. In the corresponding period of 1952, purchases 
totaled $34.5 million and sales $30.3 million. The excess 
of sales over purchases this year was due to the 
abnormally large import payments (about 20 per cent 
more than in January-June 1952), mainly for emergency 
imports occasioned by a scarcity of rice and by the inter- 
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ruption of land transportation between the coastal and 
mountain regions of the country, caused by heavy rains 
and floods in the winter season (see this News Survey, 
Vol. V, p. 332). 

The purchases of exchange this year consisted of $28.9 
million of U.S. currency (84 per cent of total purchases) , 
and of $5.5 million of “clearing dollars” under payments 
agreements with Colombia, Chile, France, Western Ger- 
many, and Italy. Of total sales, 89 per cent were ac- 
counted for by U.S. currency and the remainder by 
“clearing dollars.” 

Mainly as a result of the Central Bank’s exchange 
transactions in the first half of the year, the official inter- 
national reserves of the country decreased by $5.1 mil- 
lion, to $33.1 million as of June 30, 1953. 

Source: Banco Central del Ecuador, Informacion Esta- 


distica, No. 324, Quito, Ecuador, July 11, 1953. 
Modification of Brazil’s Export System 


As a counterpart of the import control program, which 
is aimed at improving the trade balance, Brazil’s Super- 
intendency of Currency and Credit has announced that 
50 per cent of all exchange earnings on a list of 35 export 
products will be salable in the free market until December 
31, 1953. For some of the products, this procedure had 
been scheduled to expire on July 31. The new decision 
places on an equal basis all of the export products that 
are on the list; under the previous system, the proceeds 
from their export could be sold in the free market in 
varying percentages ranging from 15 to 50. The list of 
products includes a large number of Brazil’s minor com- 
modity exports. 

Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N. Y., July 15, 1953. 


Drought Relief Measures in Uruguay 

An unusually severe drought in the northern part of 
Uruguay is threatening serious damage to the livestock 
population. On May 29, the Government, in an effort to 
minimize the impending damage, took relief measures, 
such as fodder and freight subsidies designed to supply 
fodder in the drought-stricken area and to facilitate the 
transportation of cattle to the meat-packing plants and to 
areas not affected by the drought. 

Beginning May 29, and for 60 days thereafter, the 
Government was to pay 75 per cent of the railroad freight 
on cattle shipped from the zones affected by the drought, 
and the Ministry of Livestock and Agriculture was author- 
ized to spend up to 300,000 pesos (about US$158,000) 
on the purchase of fodder, in Uruguay or abroad, and 
for freight payments in order to lower the cost of fodder 
in the drought-stricken area. 

Sources: El Dia, May 30, 1953, and Ministerio de Gana- 
deria y Agricultura, Boletin Informativo, 
June 4, 1953, Montevideo, Uruguay. 
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Other Countries 

Australian Basic Wage 

From the beginning of August the average Australian 
basic wage will be raised by 2s. per week to £A 11 6s, 
The increase is based on the rise in the cost of living 
during the quarter ended June 30. The increase varies 
from ls. in Brisbane, Queensland, to 5s. in Perth, West. 
ern Australia. 
Source: The Times, London, England, July 18, 1953. 


Relaxation of New Zealand Import Restrictions 

Many items of clothing were removed from the New 
Zealand list of prohibited imports on July 7, although 
only token imports of these items are to be allowed. An 
increased ration of foreign exchange for importers in 
1954 had previously been announced by the Reserve 
Bank of New Zealand. In 1953 importers are allowed 4 
per cent of what they spent in 1950; next year the per. 
centage will be increased to 50. Certain raw materials, 
such as sugar, cement, and newsprint, as well as books 
and papers, can now be bought outside the basic ration. 
As a result of the continued firmness of the wool market, 
New Zealand’s reserves have risen to £117 million, 1 
figure not far below the level reached after the wool boom. 
Source: The Manchester Guardian, Manchester, England, 

July 8, 1953. 


Southern Rhodesian Import Controls 

Southern Rhodesia has relaxed import controls on a 
wide range of non-sterling goods which are not available 
from the sterling area. Instead of being imported under 
quota, licenses will be increased for imports of these 
goods, while quotas will be granted for some goods 
formerly on the prohibited list. Automatic licenses will 
be granted for a wide range of chemicals and pigments, 
waxes, oils, unmanufactured timber, fertilizers, vehicle 
spare parts, plate and sheet glass, and certain types of 
paper. 
Source: The Journal of Commerce, New York, N. Y, 

July 27, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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